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OATH OR AFFIRMATION

David Mauroner swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

AVM L.P as

of December 31- 20_10 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Customer payables includes $45552 of General Partner credit balances
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MY8ktIDDTh884

Pa-
CIilEF FINANCIAL OFFICER

Title

Notary blic

This report contains cheek all applicable boxes

Facing Page

Statement of Financial Condition

Statement of income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.17a-5e3
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BDO Tel 561-688-1600 1601 Forum Place Suite 904

Fax 561-688-1848 Centurion Plaza

www.bdo.com Vest Palm Beach FL 33401-2122

Independent Auditors Report

To the Partners

AVM L.P

Boca Raton Florida

We have audited the accompanying statement of financial condition of AVM L.P an Illinois

limited partnership as of December 31 2010 This financial statement is the responsibility of the

Partnerships management Our responsibility is to express an opinion on this financial statement

based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the statement of financial condition is free of material

misstatement An audit includes consideration of internal control over financial reporting as

basis for designing audit procedures that are appropriate in the circumstances but not for the

purpose of expressing an opinion on the effectiveness of the Partnerships internal control over

financial reporting Accordingly we express no such opinion An audit also includes examining

on test basis evidence supporting the amounts and disclosures in the statement of financial

condition assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall statement of financial condition presentation We

believe that our audit provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of AVM L.P at December 31 2010 in conformity with

accounting principles generally accepted in the United States of America

8D0 LISA LLP

Certified Public Accountants

February 25 2011

BDO LISA LLP Delaware limited liability partnership
is the U.S member of BDO International Limited UK company limited by guarantee and forms part of che

international BDO network of independent member firms

BDO is the brand name for the BDO network and for each of the BDO Member Firms
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AVM L.P

an Illinois limited partnership

Statement of Financial Condition

December 31 2010

in thousands

Assets

Cash 15143

Cash segregated in special reserve account

for the exclusive benefit of customers 1000

Due from brokers and clearing organizations 976

Securities purchased under agreements to resell 224921

Furniture and equipment net 3194

Receivables from affiliates and other 2065

Total assets 247299

Liabilities and Partners Capital

Liabilities

Due to brokers and clearing organizations 451

Securities sold under agreements to repurchase 216732

Customer payables
45

Accrued expenses 2472

Anticipated partners withdrawals 2214

Total liabilities 221914

Commitments

Partners capital 25385

Total liabilities and partners capital 247299

See accompanying notes to statement of financial condition



AVM L.P

an IlLinois limited partnership

Notes to Statement of Financial Condition

Summary of Significant Accounting Policies

Organization and Business

AVM L.P the Partnership is self-clearing broker-dealer trading primarily in United States

U.S government and other fixed income securities The Partnership is registered with the

Commodity Futures Trading Commission CFTC as an introducing broker and conducts its futures

interest business with other broker-dealers on fully disclosed basis The Partnership is registered as

broker-dealer with the Securities and Exchange Commission SEC and is member of the

Financial Industry Regulatory Authority

Basis of Preparation

The statement of financial condition is prepared in accordance with accounting principles generally

accepted in the United States of America and is stated in dollars

Securities

Securities are recorded at fair value on trade-date basis

Securities Purchased Under Agreements to Resell and Securities Sold Under Agreements to

Repurchase

Transactions involving purchases of securities under agreements to resell reverse repurchase

agreements or sales of securities under agreements to repurchase repurchase agreements

are treated as collateralized financing transactions and are recorded at their contracted resale or

repurchase amounts plus accrued interest as specified in the respective agreements These

securities include U.S Treasury and agency obligations and mortgage-backed securities

The Partnership obtains possession of collateral with market value equal to or in excess of the

principal amount loaned under reverse repurchase agreements Collateral is valued daily and the

Partnership may require counterparties to deposit additional collateral or the Partnership may be

required to return collateral pledged when appropriate

Valuation of Investments

The Partnership follows Accounting Standards Codification ASC ASC 820 Fair Value

Measurements which establishes hierarchy for inputs used in measuring fair value that

maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring

that the most observable inputs be used when available Observable inputs are inputs that market

participants would use in pricing the asset or liability developed based on market data obtained

from sources independent of the Partnership Unobservable inputs are inputs that reflect the

Partnerships assumptions about the factors market participants would use in pricing the asset or

liability developed based on the best information available in the circumstances The hierarchy is

broken down into three levels based on the reliability of inputs as follows



AVM L.P

an Illinois limited partnership

Notes to Statement of Financial Condition

Level Valuations based on quoted prices in active markets for identical assets or liabilities An

active market for the asset or liability is market in which transactions for the asset or liability

occur with sufficient frequency and volume to provide pricing information on an ongoing basis

Valuation adjustments and block discounts are not applied to Level instruments

Level Valuations based on quoted prices in markets that are not active or for which all

significant inputs are observable either directly or indirectly Level inputs include quoted

prices for similar assets or liabilities in active markets iiquoted prices for identical assets or

liabilities traded in non-active markets i.e dealer or broker markets and iii inputs other than

quoted prices that are observable or inputs derived from or corroborated by market data

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

The availability of observable inputs can vary from product to product and is affected by wide

variety of factors including for example the type of product whether the product is new and

not yet established in the marketplace and other characteristics particular to the transaction To

the extent that valuation is based on models or inputs that are less observable or unobservable in

the market the determination of fair value requires more judgment Accordingly the degree of

judgment exercised by the Partnership in determining fair value is greatest for instruments

categorized in Level

Fair value is market-based measure considered from the perspective of market participant

rather than an entity-specific measure Therefore even when market assumptions are not readily

available the Partnerships own assumptions are set to reflect those that market participants

would use in pricing the asset or liability at the measurement date The Partnership uses prices

and inputs that are current as of the measurement date including during periods of market

dislocation

Securities purchased under agreements to resell

U.S Government Securities U.S government securities are valued using quoted market prices

Valuation adjustments are not applied Accordingly U.S government securities are categorized

in Level of the fair value hierarchy

U.S Agency Securities U.S agency securities consist of agency issued debt and mortgage pass-

through certificates Non-callable agency issued debt securities are generally valued using quoted

market prices Mortgage pass-throughs include to-be-announced TBA securities and mortgage

pass-through certificates TBA securities are generally valued using quoted market prices or are

benchmarked thereto Fair value of mortgage pass-through certificates is model driven with

respect to the comparable TBA security Actively traded non-callable agency issued debt

securities and TBA securities are categorized in Level of the fair value hierarchy Mortgage pass

through certificates are categorized in Level of the fair value hierarchy

See Note Repurchase and Reverse Repurchase Agreements for disclosures of the carrying value

of the Partnerships agreements and fair value of the above mentioned securities collateralizing

the agreements



AVM L.P

an Illinois limited partnership

Notes to Statement of Financial Condition

Furniture and Equipment

Furniture and equipment are stated at cost and depreciated over estimated useful Lives of five to

seven years using straight-line method Leasehold improvements are amortized over the shorter

of the economic useful life of the improvements or the term of the lease using straight-tine

method

Income Taxes

No provision for federal income taxes has been made since the income of the Partnership is not

taxable to the Partnership but is included in the income tax returns of the individual partners

The Partnership applies the provisions of ASC 740 Income Taxes which clarifies the accounting for

and reporting of income tax uncertainties and requires additional disclosures related to uncertain

income tax positions ASC 740 prescribes recognition threshold and measurement attribute for the

financial statement recognition and measurement of tax position taken or expected to be taken in

tax return ASC 740 requires that the Partnership determines whether it is more likely than not that

tax position will be sustained upon examination including resolution of any related appeals or

litigation processes based on the technical merits of the position In evaluating whether tax

position has met the more-likely-than-not recognition threshold the Partnership presumes that the

position will be examined by the appropriate taxing authority that has full knowledge of all relevant

information

The Partnership has analyzed the positions for all open tax years and the positions to be taken for

the tax year ended December 31 2010 in its major jurisdictions and has determined whether or not

there are uncertain tax positions that require financial statement recognition Based on this review

the Partnership has determined the major tax jurisdictions to be where the Partnership is organized

and where the Partnership makes investments No reserves for uncertain tax positions were required

to have been recorded as result of ASC 740 However the Partnerships conclusions may be subject

to review and adjustment at later date based on factors including but not limited to on-going

analyses of and changes to tax laws regulations and interpretations thereof

Capital Withdrawals

Capital withdrawals anticipated within the month following the date of the financial condition are

recorded as liability of the Partnership

Estimates

The preparation of statement of financial condition in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the statement of financial condition Actual results could differ from those estimates

Risk Factors

The Partnership is subject to the following

10



AVM L.P

an Illinois limited partnership

Notes to Statement of Financial Condition

Market Risk

Market risk represents the toss that can be caused by change in the fair value of the financial

instrument

Credit Risk

Credit risk represents the risk of Loss if the counterparties faiLed to perform pursuant to the terms

of their agreements with the Partnership

The Partnership has agreements with JPMorgan Chase Bank N.A and its affiLiates the Bank to

carry its accounts as customer The Bank has custody of certain of the Partnerships investments

and from time to time cash balances which may be due from the Bank These securities and/or

cash positions serve as coLLateraL for any amounts due to the Bank for potentiaL defaults of the

Partnership The Partnership is subject to credit risk to the extent that the Bank may be unable to

fuLfiLL its obLigations either to return the Partnerships securities or repay amounts owed

In the normaL course of its investment activities the Partnership may be required to pLedge

investments as coLLateraL whereby the counterparties have the right under the terms of the

trading agreements to sell or repLedge the securities if the Partnership is unabLe to meet its

margin requirements

Bonds have exposure to certain degrees of risk incLuding interest rate risk market risk and the

potentiaL nonpayment of principaL and interest including defauLt or bankruptcy of the issuer

Liquidity Risk

Liquidity risk represents the risk that the Partnership may not be abLe to adjust the size of its

positions in times of high voLatiLity and financiaL stress at reasonable price

Interest Rate Risk

Interest rate risk represents change in interest rates which results in an adverse change in the

fair vaLue of financiaL instrument

Currency Risk

The Partnership is exposed to risks that the exchange rate of the U.S doLLar relative to other

currencies may change in manner which has an adverse effect on the reported value of the

Partnerships assets and liabilities denominated in currencies other than the U.S doLLar

Political Risk

The Partnership is exposed to poLiticaL risk to the extent that it trades securities that are Listed on

various U.S and foreign exchanges and markets The governments in any of these jurisdictions

could impose restrictions reguLations or other measures which may have material adverse

impact on the Partnerships investment strategy

11



AVM L.P

an Illinois limited partnership

Notes to Statement of Financial Condition

Segregated Cash

Cash of $1000000 has been segregated in special reserve bank account for the exclusive benefit of

customers under Rule 5c3-3 of the SEC

Partnership Agreement

At December 31 2010 the Partnership consists of general partner AVM Associates LLC Associates

Florida limited liability company and Class limited partnership interests

Trading Activities

The Partnership enters into various transactions involving derivatives and other off-balance sheet

financial instruments including financial futures contracts over-the-counter options TBA

securities securities purchased and sold on when-issued basis when-issued securities and

swaps These off-balance sheet financial instruments are held for trading purposes and are subject

to varying degrees of market and credit risks The Partnership has no such investments at

December31 2010

Furniture and Equipment net

Furniture and equipment follow

December 31 2010

in thousands

Computer hardware and software 2192

Furniture and fixtures 1043

Leasehold improvements 271

Other equipment 47

5993

Less accumulated depreciation and amortization 2799

Furniture and equipment net 3194

Repurchase and Reverse Repurchase Agreements

The approximate fair values of U.S government mortgage pass-through and agency securities

assigned as collateral for repurchase and reverse repurchase agreements at December 31 2010

are as follows in thousands

Assets liabilities

Carrying value Fair value

Reverse repurchase agreements $224921 $235177

Repurchase agreements 216732 223330

12



AVM L.P

an Illinois limited partnership

Notes to Statement of Financial Condition

The fair values have been categorized in accordance with the ASC 820 fair value hierarchy as

follows

Quoted prices

in active Significant

markets for other

identical observable Balance as of

assets inputs December 31

Level Level 2010

Securities received as collateral $90180 $144997 $235177

Securities posted as collateral 78333 144997 223330

The interest rates at which such agreements were executed ranged from approximately 0.30

percent to 0.65 percent

Related Party Transactions

The Partnership enters into transactions including the purchase and sale of securities and financing

transactions in the form of repurchase and reverse repurchase agreements with partners of the

Partnership and parties and entities affiliated with the Partnership

The approximate amounts relating to affiliated transactions are as follows

December 31 2010

in thousands

Receivables from affiliates and other 449

Securities sold under agreements to repurchase 78753

Customer payabtes 45

ALso certain cash is deposited with an affiliated financial institution see Note

Financial Instruments with Off-Balance Sheet Risk

In the normal course of business the Partnership executes as agent transactions on behalf of

customers If the agency transactions do not settle because of failure to perform by either the

customer or the counterparty the Partnership may be obligated to discharge the obligation of the

nonperforming party and as result may incur loss if the market value of the securities is

different from the contract amount of the transactions In the normal course of business the

Partnership deposits with lending institutions securities it owns and securities owned by others which

it holds as collateral for its borrowings

Additionally the Partnership loans to brokers and dealers securities and receives cash or other

collateral If lending institution broker or dealer does not return the securities the Partnership

may be obligated to purchase the securities in order to return them In such circumstances the

Partnership may incur loss equal to the amount by which the market value of the securities on the

date of nonperformance exceeds the amount of the loan from the institution or the collateral from

the broker or dealer

13



AVM L.P

an Illinois limited partnership

Notes to Statement of Financial Condition

The Partnership does not anticipate nonperformance by customers or counterparties and has

implemented procedures to monitor its market exposure and counterparty risks In addition the

Partnership has policy of reviewing as considered necessary the credit standing of each

counterparty and customer with which it conducts business

At December 31 2010 cash totaling approximately $1080000 is deposited with financial

institution that is affiliated by common control Additionally at December 31 2010 the

Partnership has cash of approximately $15063000 deposited with international banks Certain

amounts on deposit exceed the federally insured Limit

Commitments

The Partnership has obligations under an operating lease with terms in excess of one year

Approximate aggregate annual rentals for office space are as listed below

in thousands

2011 757

2012 697

2013 722

2014 747

2015 255

3178

The office space rental agreement contains renewal options and escalation clauses

The Partnership has an arrangement with its clearing bank which among other things provides tine

of credit collateralized by securities and bears interest at floating rate At December 31 2010 the

Partnership has no borrowings under this arrangement

The Partnership has non-contributory profit sharing plan covering substantially all employees

who meet specific age and service requirements The profit sharing plan provides for annual

contributions at the discretion of the partners that may not exceed the greater of $49000 or 25

percent of eligible employee compensation

10 Regulatory Net Capital Requirements

Pursuant to the Uniform Net Capital Rule of the Securities Exchange Act of 1934 and CFTC Rule 1.17

the Partnership is required to maintain minimum net capital as defined The Partnership has elected

to use the alternative method permitted by the rules in computing minimum net capital Such

method requires that the Partnership maintain minimum net capital equal to the greater of $250000

or two percent of aggregate debit balances arising from customer transactions The Partnership is

required to notify its governing regulatory agencies if net capital falls below $375000 Net capital

may fluctuate on daily basis At December 31 2010 the Partnerships net capital and net capital

requirement are approximately $19246000 and $250000 respectively

14



AVM L.P

an ILlinois limited partnership

Notes to Statement of Financial Condition

11 Subsequent Events

The Partnership evaluated aLL events that occurred from January 2011 through February 25 2011

the date the statement of financial condition was avaiLabLe to be issued During the period the

Partnership did not have any material recognizable subsequent events

15
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Independent Auditors Report

on Internal Control

Required by SEC Rule 7a-5

and CFTC Regulation 1. 16

To the Partners

AVM L.P

Boca Raton Florida

In planning and performing our audit of the financial statements of AVM L.P the Partnership

as of and for the year ended December 31 2010 in accordance with auditing standards

generally accepted in the United States of America we considered the Partnerships internal

control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for

the purpose of expressing an opinion on the effectiveness of the Partnerships internal control

Accordingly we do not express an opinion on the effectiveness of the Partnerships internal

control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC and by

Regulation 1.16 of the Commodity Futures Trading Commission CFrCwe have made study of

the practices and procedures followed by the Partnership including consideration of control

activities for safeguarding securities and customer and firm assets This study included tests of

compliance with such practices and procedures that we considered relevant to the objectives

stated in Rule 17a-5g in the following making the periodic computations of aggregate debits

and net capital under Rule 17a-3a11 and the reserve required by Rule 15c3-3e and the

minimum financial requirements pursuant to Regulation 1.17 making the quarterly securities

examinations counts verifications and comparisons and the recordation of differences required

by Rule 17a-13 complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System and obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by Rule 5c3-3 We did not review the practices and

procedures followed by the Partnership in making the daily computations of the segregation

requirements of section 4d2 of the Commodity Exchange Act and the regulations thereunder and

the segregation of funds based on such computations or the daily computations of the foreign

futures and foreign options secured amount requirements pursuant to Regulation 30.7 of the CFTC

because the Partnership does not carry customer commodity accounts

The management of the Partnership is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraphs In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs and CFTCs above-mentioned objectives Two of the objectives of internal

control and the practices and procedures are to provide management with reasonable but not

absolute assurance that assets for which the Partnership has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in accordance with generally accepted accounting principles Rule 17a-5g and

Regulation .16d2 list additional objectives of the practices and procedures listed in the

preceding paragraph
BDO USA LLP Delaware limited liability partnership is the U.S member of BDO International Limited UK company limited by guarantee

and forms part of the

international 8D0 network of independent member firms

BOO is the brand name for the BOO network and for each of the BOO Member Firms

16



jBDO
Independent Auditors Report

on Internal Control

Required by SEC Rule 7a-5

and CFTC Regulation 1.16

Concluded

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is deficiency or combination of

deficiencies in internal control over financial reporting that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities

for safeguarding securities and certain regulated commodity customer and firm assets that we

consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC and CFTC to be adequate for their

purposes in accordance with the Securities Exchange Act of 1934 the Commodity Exchange Act

and related regulations and that practices and procedures that do not accomplish such objectives

in all material respects indicate material inadequacy for such purposes Based on this

understanding and on our study we believe that the Partnerships practices and procedures as

described in the second paragraph of this report were adequate at December 31 2010 to meet

the SECs and the CFTCs objectives

This report is intended solely for the information and use of management the Commodity Futures

Trading Commission the National Futures Association the Securities and Exchange Commission

the Financial Industry Regulatory Authority and other regulatory agencies which rely on Rule 17a-

5g under the Securities Exchange Act of 1934 and/or Regulation 1.16 of the CFTC in their

regulation of registered brokers-dealers and is not intended to be and should not be used by

anyone other than these specified parties

BDO USJ1LLP

Certified Public Accountants

February 25 2011
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AVM L.P

an Illinois limitedpartnership

Statement of FinanciaL Condition

Year Ended December 31 2010

The report accontpanyinp
these tinaocial statements was issued by

HIX USA LLP Hetaware limited liability partnership and the U.S member of

13D0 toternatiooal Limited UK company limited by guarantee
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